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EXECUTIVE OFFICE OF THE PRESIDENT | gnocuive Regtatey
OFFICE OF MANAGEMENT AND BUDGET % 83-3945/1 |

WASHINGTON, D.C. 20503

Aughst 1, 1983

M~-83~22

MEMORANDUM FOR HEADS OF DEPARTMENTS AND ESTABLISHM?NTS
. . < .

FROM: Joseph R. Wright, Jr.
Deputy Director &QZZanjﬁf

SUBJECT: ' New Requirements foy/Audits of Federal Operations
: and Programs "

As you know, President Reagan .announced the Reform ‘88 Management
Improvement Program last September to upgrade the management of
the Federal Government. This is an aggressive and vitally
important program which will require the cooperation of all
departments and agencies. As part of this program, we have
revised Circular A-73, "Audit of Federal operations and programs" .
(attached). :

The magnitude of the Government's audit effort and the co
opportunities provided departments and agencies to reduce fraud,'
abuse and waste and improve operations is reflected in the
following statistics on Inspector General operations for the six:
months ending March 31, 1983: : ’

o

40,408 audit reports issued;

- Agency managers ‘sustaining Inspector General recommendations

for avoiding the spending of $4.52 billion; -

Agency commitments to seek recoVery of approximately $799
million identified by auditors;

6,834 cases reférred for 1é§al actions;
1,916 successful individual civil or criminal actions;
329 suspehsions and debarments of grantees and contractors:

$45,223,800 in recoveries from fines, séttlements, and
restitutions ordered.
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As you can see the opportunities for savings and improvements in
Federal operations resulting from agency managers' actions on
audit recommendations are tremendous. Circular A-73 and the
statutes establishing Inspectors General in certain departments

and agencies form the basic framework for the Federal audit
initiative. :

As a department or agency head we will rely upon you and your
management team to fully support the efforts of your Inspector .
General or Audit Director and to initiate whatever changes are
necessary in your policies and operations to comply with the

Circular's provisions. An analysis of these changes is
attached. . L

.Attachment
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Attachment

Major Revisions
OMB Circular A-73, "Audit of Federal
Operations and Programs." June 20, 1983

The Circular sets forth policies to be followed by Federal audit
organizations in the audit of their agencies' organizations,

programs, activities and functions. 8Since the Circular was last
revised in 1978, a number of legislative and audit policy changes
have occurred. - The principal ones are the following: )

Statutes establlshlng Inspectors General in major departments
and agen01es were enacted.

Statutes author1z1ng block grant programs wére enacted and
implementing regulations issued. .

The President's Council on Integrlty and Eff1c1ency was
established.

OMB Circular A-50, "Audit followup," was revised
September 29, 1982.

OMB Circular A-102, Attachment P, "Audit requirements for '
State and local governments," was issued in January 1981.

OMB Circular A-123, "Internal control systems," was‘iséued
October 28 1981. C

As a result of the above, the following. major changes have been
made to the requirements section (paragraph 8) of the Circular:

The section on organization and staffing has been changed
to parallel some of tne requirements contained in the
Inspectors General legislation. For example, the Circular
now requires non-statutory audit organizations to report to
the head or deputy head of the agency.

~Specific references are now made to coordination between
the audit organization, the designated followup official,
investigative units, and other management review
activities. :

A reference to the need for adequate training of the
professional staff was inserted.
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° A new section was added to clarify the requirement for
each audit organization to maintain records of its audit
universe which identifies the organizations, programs,
activities, and functions subject to audit.

° The section on establishing criteria for determining audit
priorities has been amended to include reference to the
vulnerability assessments and internal control reviews :
required by Circular A-123, "Internal control systems. Also,
the criteria was reordered and clarified. .

- The section on reliance on non~federal audits was revised
to reflect the responsiblility of recipient organizations
to arrange for audits of federally assisted programs as
required by OMB Circulars A-102 (single audit concept),
'A-110, and the authorizing statutes and regqgulations for
block grant programs. The responsibility of federal audit
organizations for auditing these programs was revised
accordingly.

The section on preparation of annual audit plans has been:, ,
revised and clarified to require specific data on the ' )
programs and operations which have been selected for
audit. Also, a requirement that the plan be reviewed with
the head or deputy head of the agency has been added.

°® The section on coordination of audit work has been changed
and new paragraphs have been added describing the
respective roles in the audit process of the President's
. Council on Integrity and Efficiency and the Nat10na1 .and
Regional Intergovernmental Audit Forums.

Lo
The section on audit followup, contained in the March 1978
Circular and November 1979 revision to this section, has been
completely revised. Policies for audit followup are now set
forth in Circular A-50, "Audit followup." This section now
restates the importance of management action on audit
recommendations and references Circular A-50. -
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